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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In  the Matter of: 

SANDY VALLEY WATER DISTRICT 

COMPLAINANT 

vs I 
PRESTONSBURQ CITY'S UTILITIES COMMISSION 

DEFENDANT 

) 
) 
) CASE NO. 94-407 
) 
) 
) 
) 

ORDER 

Thio matter involves a dispute over the rate which 

Preotonoburg City'fl Utilities Commission ('Prestonoburgl') chargoo 

Sandy Valley Water District ("Sandy Valley") for wator oervice 

under a written contract. Under the terms of that contract, 

ProstOnEbUrg may charge a rate of $1.35 per 1,000 gallons of wator. 

Sandy Valley flllegeo that Prestonoburg unilaterally raised that 

rate to $1.77 per 1,000 gallons in 1988. It further allege0 that, 

although PreEtOnEbUrg'E action was contrary to the contract, Sandy 

Valley acquiesced and paid the higher rate. 

Sandy Valley further alleges that PreEtOnEbUrg incroased its 

rate to $2.12 per 1,000 gallons in May 1993 and began billing tho 

district at that rate in August 1994. Sandy Valley refuses to pay 

the incrcaoed amount and filed a formal complaint against tho 

municipal utility. It requests, inter, that the Commission 
declare the rate of $1.35 per 1,000 gallons to be the lawful rate 

which PreRtonsburg may charge or, in the alternative, that the 



. 
Coinmisoion nct n now wholeonle wator ratu for Prootonnburg. 

Prontonoburg has not yct boon diroctod to filo nn anowur. 

In -ict v. C i . U  OF -- , Ky., 072 

S.W.2d 4 6 0 ,  462 (19941, tho Kentucky Suprcmo Court hold thnt (I 

city, which includes a city-owned utility, wal.ven ito oxumption 

from Public Servico Commission regulation "whcn it contrnctu with 

n regulated utility upon the oubjccto of rateo and oorvicc." To 

implement thio decision, the Commiosion ordarod municipal utilition 

providing wholeoala utility service to a public utility to filo 

their existing contracto and schedulos of wholosalc ratoo. 

Administrative CaQG No. 351, (Ky. P.S.C. AUg. 

10, 1994). 

Moot municipal utilitico havc complied with thio Order. Tho 

Commission has accepted the contracts and scheduleo 40 fil.cd an the 

lawful rates of the affected utilitioo. As a rcnult, tho 

contractual relationshipo between most municipal utilitico and 

their wholeoale customers have not been materially affected. 

Sandy Valley's complaint presents important queotiono about 

the procedures which the Commission flhould follow in addreooing 

complaints against a municipal vtility. It in one of thc firot 

complaints brought by a public utility against a municipal utility 

nince the m C o r i n t v  W a t w  ' decision. To aocertain thc 

procedures which should be followed to review this complaint, we 

need look no further than 

In Disc , the Kentucky Supreme Court 
found that 
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whoro contracto havo boon oxocutod botwuan n utiIity nnd 
R city, , , , KRS 278.200 io applicabla arid roquirou t . h t  
by 00 contracting tho City rolinquiohao t h o  oxemptioii niid 
in rendered oubjoct to PSC r n t c n  nnd norvicn ixgulcition. 

KRS 278.200 providon: 

Tho coininionion may, undar t h o  proviirl.oiiii 01: t.11,Li.i 
chnptor, originate, ootablioh, chnngo, proinulgnto i i i i r l  
onforco any roto or ocrvico otandard of any utility t l i n t  
ham been or may bo fixcd by any contruct, Eranchiuau or 
agrooment botwoon the utility and tiny city, and rill. 
righto, privilogoo and obligation0 nrioing out oE ~iny 
ouch contract, franchioc or agrcomont, rogulating tiny 
ouch rato or oorvico otandard, i ~ h a l l .  bo nubjoct t.o tl it? 
juriodiction and ouporvioion of tho commiuoiori, buL 110 
nuch rato or aorvico otandard ohall bo changod, nor t\ny 
contract, franchioc or agroomont nffacting i t :  ubrognt:trd 
or changod, until a hoaring hno boon had boforo t l i n  
commiooion in tho mannor proocribcd in t h i o  clriipLor I 

Thio otatuto, which applioo by ito tormn to contrn~tii, frc.inchionn 

and agroomentn with citico, i o  pormiooivc cxccpt to tho oxtent thtit 

it inotructn tho Commiooion to hold a honring boforc ttiking nny 

action which changco an cxioting "contract, franchimo or agrooincnt'l 

and rcquireo that the hearing bc hold "in thu inannor proocrlbod by 

thio chapter [KRS Chapter 2781 I 'I 

Viewing the . dccimion togothnr 
with KRS Chapter 278, a uniform method of oxorcining tho 

Commianion'o juriodiction ovor citiao bocomoo apparent. Whorc il 

city applieo for approval of a ratc contrury to that which would bu 

eotablished under an exioting agreemcnt with a utility, or whoro u 

utility complainn of implementation of a rotc or rwrvicc contrury 

to an existing agreement with a city, tho Commiooion io in offact 

being requested to changc or abrogoto thc undorlying ogroornont . To 
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do no, tho Commission inust first hold n hoaring "in the manner 

preocribed" by KRS Chaptor 278. Tho mnnner proscribad by Chnptor 

278 for holding a hearing on n proposod rote incraaso is aot forth 

in KRS 278,190 and presuppoaes complianco with tho npplicoblo rulos 

of procedure set forth in 807 KAR 5:OOl. To the cxtent that the 

regulations impose burdens which aro onerous in a particular 

situation, either the city or the utility may neek perminsion to 

deviate from tho requiroment by showing good causa. 807 KAR 

51001, Section 14. 

Where either a city or a public utility saoko tho enforcement 

of a rate established pursuant to an existing contruct, the 

Cornmimaion's jurisdiction io founded upon KRS 270.260. In 

addronning that complaint, the Comrniosion'o rules of procodure, 807 

KAR 51001, are applicable. Sandy Valley's complaint will require 

the Commiosion to exercise its jurisdiction in thio manner. 

Bnsed on the above, the Commission finds that Sandy Valley's 

complaint should be handled in accordance with the procedures set 

forth in Commission Regulation 807 KAR 5:001, Section 12. 

IT IS THEREFORE ORDERED that: 

1. Prestonsburg shall satisfy the matters complained of or 

file a written answer to the complaint, a copy of which is 

appended, within 10 days from the date of service of this Order. 
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2. Should documents of any kind be filed with the Commission 

in tho course of this proceeding, the documents shall a l s o  be 

aorved on all parties of record. 

Done at Frankfort, Kentucky, this 6th day of April, 1995. 

ATTEST : 

.. 


